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Reducing Paper Work Costs 


By Cart J. SIMON 
(New York Office) 


Cost reduction has become the 
byword of progressive management 
today. The war and post-war eras 
that emphasized production in order 
to satisfy years of pent-up demand 
have drawn to a close. The sellers’ 
markets of a few years ago are now 
highly competitive, and continued 
growth or even survival depends 
upon the development and institu- 
tion of programs for more efficient 
processes. As the businessman’s 
concern about cost savings mounts, 
new words, such as automation and 
electronic computers, have become 
commonplace in his vocabulary. 
The savings that result from more 
economical operations are reflected 
as additional profits in the annual 
statements of income; it is therefore 
no wonder that the progressive 
businessman is constantly on the 
alert for programs that will reduce 
his costs. 

Production costs, distribution 
costs, purchasing costs and similar 
areas have all been studied and 
analyzed in an attempt to deliver 
a product to the consumer at the 
lowest possible price. Another area, 
which represents a substantial 
amount of expense to today’s busi- 
nessman, concerns the clerical opera- 
tions which have become so costly 


in the complicated structures of our 
modern economy. The stories about 
“red tape” in government are legion; 
but a businessman, who loves to 
joke about the mountains-of paper 
work, filing cabinets, typewriters 
and other paraphernalia to be 
found in Washington, might well 
laugh out of the other side of his 
mouth if he were aware of a similar 
situation in his own company. And 
such a situation, probably to a 
somewhat lesser degree than exists 
in government, can be found in 
nearly every company today. 

A certain amount of paper work 
and clerical procedures is necessary 
in present-day management. The 
days when records were kept in a 
little black pocket memorandum 
book or under an owner’s hat are 
gone, even for small companies. 
Information has to be compiled and 
reported and records must be main- 
tained to satisfy governmental 
agencies as well as the requirements 
of executives. However, a tendency 
has grown in many companies to 
maintain vast quantities of records 
in the event that someone in top 
management may request such in- 
formation or because someone has 
requested it in the past. The ex- 
pressed feeling is that records should 
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be maintained for the purpose of 
satisfying executives, providing 
them with the tools needed to run 
the business, even though the in- 
formation is seldom needed. The 
records so maintained, while repre- 
senting commendable intentions, 
may also represent a considerable 
expenditure of time and money. 
Likewise, in larger companies, 
one department may not know 
what records are kept by other 
departments. If a certain depart- 
ment wants some information, it 
may start compiling its own records, 
while another department continues 
to gather the same data. The dupli- 
cation of information may be dis- 
covered when an executive stumbles 
upon supposedly identical reports; 
he may be surprised to find that 
department number one is report- 
ing figures different from those 
compiled by department number 
two. The next step is obvious: 
a third department is assigned the 
job of comparing the two sets of 
records to determine which is cor- 
rect. It is understandable that 
when an executive realizes the 
amount of money expended for 
wages of clerical employees, for sta- 
tionery and for other office supplies, 
he may ponder and ask himself, 
“How much of this is really neces- 
sary? How much of this represents 
duplication of effort? How can I 
reduce my paper work costs?”’ 
The need for the control of paper 
work and related clerical procedures 
is great. The savings in time and 


money realized by eliminating 
duplications and unnecessary work 
can be substantial. 

One method of accomplishing 
savings in time and money is a 
review or survey of paper work and 
procedures in order to identify 
areas of duplication and unneces- 
sary paper work, looking toward 
their elimination. The survey can, 
of course, be made by an internal 
group, such as a systems or auditing 
department; frequently, however, 
management may prefer to rely 
on an outside agency to perform 
the review. 

Even if management desires to 
have the survey done by company 
personnel, there may be no em- 
ployees within the organization 
qualified to do the work. If such 
qualified employees can be located, 
they may be engaged in duties 
which will not permit them to be 
made available for a lengthy survey. 
There are other disadvantages in- 
herent in the use of an internal 
group for this purpose. The sur- 
veyor may discover that his con- 
clusions as to the necessity of 
certain paper work are at variance 
with those of department heads or 
even of his immediate superiors. 
In such cases, he might find himself 
in the unenviable position of criti- 
cizing a procedure which was intro- 
duced, nurtured, or at least con- 
doned by his superior. The results 
may be embarrassing, and the 
tendency may be to forget the 
particular recommendation. 
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Company personnel who have 
been exposed to the same pro- 
cedures for many years may find 
them so ingrained in their thinking 
that they cannot recognize short- 
comings or inefficiencies which have 
become incorporated into the sys- 
tem. If the surveyor’s experience 
is limited to employment with the 
one company, he may not realize 
that there are more efficient ways 
of doing the work required. His 
recommendations may be restricted 
to minor improvements within the 
framework of the company’s pro- 
cedures as he knows them, without 
the over-all approach that is an 
essential part of the survey. 

On the other hand, a surveyor 
brought in from the outside is able 
to devote his full time to the project 
and bring a fresh, independent 
approach to the review. He can 
compare the operations of the com- 
pany with those of other companies 
with which he is familiar. He will 
know how many employees are 
required to perform a certain func- 
tion in other organizations; if more 
employees are used for the same 
function in the company being 
surveyed, he can determine if the 
additional employees are required 
because of inefficient procedures or 
duplications in paper work. 

An independent surveyor can 
inquire into and criticize any pro- 
cedure without fear of reprisal, 
whether actual or implied. It is 
strangely true that an outsider, if 
tactful, can often elicit better co- 


operation from employees than an 
investigating group from within the 
organization. 

The outside auditors of the com- 
pany are well equipped to perform 
this type of survey. Their famili- 
arity with company personnel and 
their knowledge of procedures in 
effect should result in a substantial 
saving of time in preparation for 
and making the review. Their ex- 
perience with other companies 
should enable them to compare 
operations and make proper recom- 
mendations toward improving effi- 
ciency. Their independence should 
permit a critical and unbiased 
review. 

Mr. George O. May summarized 
the auditor’s position in The Journal 
of Accountancy, June, 1955. He 
stated: “It is perfectly logical for 
an accountant to be involved in 
management problems. After all, 
the man who plans an audit pro- 
gram must have an initial knowl- 
edge of the industry as well as a 
firm grasp of accounting. This 
makes him the natural person to 
advise management on improve- 
ments.” 

The outside auditors can, in addi- 
tion, provide valuable assistance 
without having been called upon to 
perform a formal survey. During 
the course of a regular audit, the 
auditors may notice weaknesses, 
areas of duplication or unnecessary 
paper work, and inefficiencies which 
should be brought to the attention 
of management. The goodwill and 
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prestige engendered by useful sug- 
gestions of this nature will be great. 

When the outside auditor is 
called upon to perform a survey, 
he should first determine the scope 
of his review. He may perform 
a systems and procedures review, 
complete with flow charts covering 
various phases of the company’s 
activities, or he may limit the 
survey to a study of forms, reports 
and records and a determination 
of their use and necessity. 

A review limited to paper work 
has certain advantages. It can 
usually be done in a relatively short 
period of time, and proof of accom- 
plishment can be brought rapidly 
to the attention of management. 
It is possible to report recommenda- 
tions resulting from a paper work 
survey as frequently as every week. 
In addition, changes resulting from 
the survey will generally cause less 
disturbance among the company’s 
personnel than an over-all pro- 
cedural review; fewer employees 
will be shifted, and fewer functions 
will be changed. 

A simple paper work survey has, 
however, certain limitations. Such 
a review may accomplish only a 
part of the result desired, which is 
a reduction in costs. The surveyor 
may find that each individual form 
is necessary, but he cannot say 
whether it is being prepared in the 
most efficient manner. There may 
be duplication of effort or over- 
lapping of authority which would 
go undiscovered in a paper work 


review. To ascertain such weak- 
nesses, the survey will have to be 
extended to include at least a limited 
review of certain procedures. 

The scope of most surveys will 
lie somewhere between the two 
extremes. The surveyor should 
understand clearly the limitations 
to be placed upon the review before 
he begins. 

The review should start with a 
complete inventory of all forms and 
reports used by the company. 
Forms and reports prepared on 
duplicating machines as well as 
preprinted forms should be in- 
cluded. The inventory should be 
taken department by department, 
and the surveyor should interview 
the employees who actually pre- 
pare the forms or reports. 
Although such employees may not 
be able to provide all the answers 
required, they should be able to 
supply more detailed information 
than can usually be obtained from 
department heads or office managers. 

These interviews should be con- 
ducted tactfully because the em- 
ployee being interviewed may feel 
that the prime purpose of the sur- 
vey is to eliminate his job. A con- 
scientious employee usually con- 
siders his job an extremely import- 
ant one; the surveyor should be 
careful not to minimize its im- 
portance. 

The surveyor should find out the 
purpose of the form or report, its 
frequency, the number of copies 
prepared, and their distribution. 
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The employee preparing the form 
may not be aware of its purpose; 
this information may have to be 
obtained when the recipients of the 
form are interviewed. In securing 
information as to distribution of 
forms and reports, the surveyor 
should attempt to get the exact 
names or titles of the recipients. 
Branch office employees may indi- 
cate simply that the form is sent 
to the head office; valuable time 
can be saved later if the surveyor 
knows who in the head office actu- 
ally receives the form. 

The surveyor should determine 
what reports, if any, are prepared 
from the forms and the distribution 
and use of such reports. He should 
also investigate records maintained 
in each department, their posting 
sources, and their use. A common 
occurrence is the posting of dupli- 
cate or similar records in several 
locations from copies of the same 
form. . 

During the employee interviews, 
the surveyor should always bear in 
mind that he is primarily interested 
in the necessity and importance 
of each form. He should attempt 
to measure the cost of the form and 
its preparation against the use made 
from it. If possible, the surveyor 


should determine the number of 
man-hours spent per year on the 
preparation of the forms or reports. 
Although such figures will be very 
rough estimates, they will give a 
conservative measure of the savings 
that will result from the elimination 


of paper work, since the hours will 
not include distribution, posting, 
reading or filing time. A compila- 
tion of estimated savings in man- 
hours is an effective method of pre- 
senting the accomplishments of the 
survey to management. 

After the surveyor has inter- 
viewed the employees within a de- 
partment, he should raise with the 
department head or office manager 
any questions which the employees 
were unable to answer. A general 
discussion of the departmental pro- 
cedures may help the surveyor 
understand the necessity for certain 
forms and reports prepared in the 
department. 

In attempting to justify the 
necessity of certain forms, reports 
and records, the employees or 
department heads may make state- 
ments that will raise a question in 
the surveyor’s mind as to the need 
for an entire procedure. The pur- 
pose of an individual form may be 
related to an over-all procedure; 
elimination of the procedure would 
result in the wholesale elimination 
of forms or copies of forms. 

Investigation of the need for a 
procedure and the most economical 
way of performing it extends the 
scope of the review. It may be 
necessary to prepare flow charts of 
the procedures within the depart- 
ment or even across departmental 
lines. The flow charts should be 
studied and revisions considered 
which will permit more efficient 
operations. The revisions may in- 
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volve redesigning of forms and 
reports, the rearrangement of func- 
tions, and the use of machinery for 
accumulation of data. In the event 
that the report is to include recom- 
mendations concerning the use or 
installation of various types of 
accounting machines, the surveyor 
should request assistance from 
someone experienced in machine 
accounting. 

After the departmental inter- 
views have been completed and the 
forms collected, the surveyor should 
check the completeness of his in- 
ventory by examining the stock 
record cards or the forms themselves 
in the stationery storeroom. Con- 
sumption figures on the stock record 
cards give an indication of the 
usage of a particular form. Usually, 
obsolete or rarely used forms will be 
found in the storeroom; these forms 
might not have been collected dur- 
ing the interviews. 

It is essential that a tight control 
over the issuance of new forms and 
reports be exercised while the re- 
view is in progress. Paper work 
that has been marked for elimina- 
tion seems to have the strange 
capability of rising, like a phoenix, 
from its own ashes. Control can 
best be assured by having all re- 
quests for new forms pass through 
the hands of the surveyor for final 
approval. This procedure not only 
is informative but may result in 
unnecessary forms being eliminated 
before they are actually put into 


use. 


A constant source of trouble dur- 
ing a paper work review is duplicat- 
ing equipment on which forms are 
prepared. These forms are fre- 
quently not numbered, and little 
if any control is maintained by the 
management. The lack of control 
is particularly apparent if the dupli- 
cating machines are not kept in a 
central location but are distributed 
among the various departments. 
Printed numbered forms may be 
eliminated, only to be replaced by 
duplicated unnumbered replicas. 
The surveyor should request that 
duplicated forms, like the printed 
ones, be submitted to him before 
copies of the forms are actually 
prepared. 

After the inventory of forms and 
reports has been completed, the 
surveyor should review them, 
searching for duplications or un- 
necessary paper work. The filing 
of forms by functions or subject 
matter and their examination is an 
effective way of performing this 
review. 

Before rendering reports to man- 
agement, the surveyor should 
review his conclusions and recom- 
mendations with the department 
heads concerned who are usually 
interested in knowing the results 
of the survey of their department 
and appreciate being forewarned of 
any anticipated changes. Such dis- 
cussions will also protect the sur- 
veyor to some extent; the depart- 
ment head may bring to light 
factors which escaped the surveyor 
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during his interviews and which 
may even invalidate the recom- 
mendation as presented. In such a 
case, further study may be required, 
and the recommendation may have 
to be amended or dropped. 

The surveyor may make periodic 
reports to management, indicating 
the progress that has been made, 
or he may embody all recommenda- 
tions in a single report submitted 
at the conclusion of the review. 
Periodic reports have the advantage 
of keeping management apprised of 
the progress of the work. On the 
other hand, the surveyor will find 
that being tied to a timetable for 
the submission of reports has its 
disadvantages. 

The surveyor should be ready to 
support his recommendations in 
detail, if necessary. When paper 
work is to be eliminated because 
of duplication, the alternate source 
of the information should be indi- 
cated. When paper work is to be 
eliminated because it is unnecessary, 
the surveyor should be able to 
refute any arguments as to its need. 
When procedures are criticized, 
constructive recommendations for 
new or revised procedures should 
be given, and the surveyor should 
be prepared to present such pro- 
cedures. in as much detail as the 
management may desire. 

The report would not be com- 
plete unless it includes recommen- 
dations for the adoption by man- 
agement of controls designed to 
prevent future accumulation of un- 


necessary paper work. The elimina- 
tion of paper work is not a “one- 
shot” process; the rebuilding of 
“paper empires’ will probably be 
apparent shortly after the surveyor 
releases the controls he has main- 
tained. Unless management estab- 
lishes adequate means for discourag- 
ing the use of unneeded paper work, 
another survey will soon be required. 

The controls to be recommended 
will depend to a great extent on the 
size of the company being surveyed. 
They should include the appoint- 
ment of a group or individual to 
approve all requests for printed 
forms. The group, called possibly 
the Forms Control Group, should 
not provide approval perfunctorily. 
They should be familiar with all 
forms in use throughout the com- 
pany and should examine each 
request for new forms to determine 
their necessity and the possibility of 
duplication. The group should be 
empowered to reject new forms 
without fear of reprisal. 

Arrangements should be made to 
have all forms in use presented to 
the Forms Control Group for ap- 
proval. Forms prepared on dupli- 
cating machines should be numbered 
(possibly with a prefix indicating 
the department requesting) and 
subjected to the same critical re- 
view. 

Periodically the Forms Control 
Group should review forms and 
procedures. A survey of depart- 
ments on a rotating basis will serve 
the purpose of such a review with 
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the fewest possible employees. If 
the company is large enough, the 
group may expand its activities to 
include a constant study of pro- 
cedures with recommendations for 
improvements. 

Perhaps the most effective way 
of demonstrating the savings that 
can be realized from a paper work 
survey is to present some examples 
of unnecessary and duplicate paper 
work which were uncovered during 
various surveys. 

The management of a company 
with over 50 plants was interested 
in the amount and type of raw 
material consumed. Each plant 
submitted monthly to the Account- 
ing Department details of consump- 
tion by type of material. The 
Accounting Department copied this 
information to plant ledgers for 
pricing purposes. It did not, how- 
ever, accumulate the consumption 
of each type of raw material for the 
entire company for the month. The 
Accounting Department insisted 
that, because of changes received 
from the plants, it could not pro- 
vide accurate and complete data 
until the 28th of the following 
month; management wanted the 
report to be in its hands by the 
20th. The Purchasing Department 
was therefore assigned the responsi- 
bility of preparing the reports 
although it was not particularly 
interested in consumption figures. 
The Accounting Department loaned 
the plant reports to the Purchasing 
Department, where a clerk copied 


all of the information to large 
spread sheets, ignoring the effect 
of subsequent changes, which were 
minor. Summaries of these spread 
sheets were prepared and submitted 
to management. The result was 
two sets of records with almost 
identical figures, although with 
different presentation. We recom- 
mended that the responsibility of 
preparing the monthly report be 
returned to the Accounting De- 
partment where adding machine 
tapes of the plant reports would 
provide the basis for the manage- 
ment report. An unnecessary pro- 
cedure in the Purchasing Depart- 
ment was eliminated. 

An address file for employees was 
located in the Personnel Depart- 
ment; a duplicate file was main- 
tained in the Accounting Depart- 
ment. This duplication resulted 
from the feeling of an executive that 
the Personnel Department’s file was 
not up to date; the head of the 
Accounting Department was told 
to see that the file was accurate. 
His solution was the establishment 
of his own procedure, complete 
with addressing equipment and 
plates for 30,000 employees. We 
suggested improved procedures in 
the Personnel Department which 
permitted the elimination of the 
duplicate file in Accounting. 

In several instances “centsless” 
accounting for certain internal re- 
ports and computations of inven- 
tories and variations has resulted 
in a substantial savings of time. 
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Dropping the pennies had little, 
if any, effect on the figures. 

A company purchased raw mate- 
rial from vendors who shipped a 
large portion of the material directly 
to fabricators. The fabricators sent 
an acknowledgment of the receipt 
of the material to the company. 
When an acknowledgment was re- 
ceived in Accounts Payable Depart- 
ment a form was prepared and sent 
to the Receiving Department which 
prepared a receiving report marked 
“Direct Shipment” and returned 
copies to Accounts Payable De- 
partment so that the material 
vendor’s invoice could be paid. 
We recommended that the acknowl- 
edgment from the fabricator be 
used in lieu of the receiving report, 
eliminating the procedure. 

A special monthly letter was 
required from each of 50 plants 
reporting the consumption of one 
type of raw material. This letter 
was sent to the head office Manu- 
facturing Department where the 
information was posted monthly 
and cumulatively for each plant, 
each division, and the company as 
a whole. These data had been 
required during World War II when 
the material had been under allo- 
cation and the records were still 
being maintained in the event of 
another national emergency. The 
information that would be required 
was available both at the factories 
and in the Accounting Department. 
The special letter and related files 
were discontinued. 


A company with a large labor 
turnover operated in a state where 
it must provide ¢ach employee 
terminated with an| unemployment 
insurance application form. The 
company’s procedure was to type 
the employee’s name and address 
on the form and mail it to him. 
We suggested that a blank form be 
handed to the employee during his 
final interview. 

Many years ago, the Accounting 
Department was asked to show 
where each dollar of payroll had 
ended up in the ackounts. It found 
that such information was not 
readily available; it therefore in- 
stituted a procedure whereby 
monthly labor distribution reports 
from each plant were posted and 
accumulated. At the end of the 
year, a massive report was typed 
showing the distribution of payroll 
dollars into 41 groups by divisions 
of the company. This report was 
delivered with the year-end financial 
statements to all executives, none 
of whom showed any interest in 
the report when we questioned 
them. No use had been made of the 
report since the original request. 
We recommended its elimination 
with an estimated savings of almost 
1,000 man-hours per year. 

A company received monthly 
inspection reports from each plant 
where an elevator is located. The 
report was supposed to be sent to 
the Engineering Department. In 
our survey, however, we found that 
one plant had been submitting its 
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report for three years to the Insur- 
ance Department, where it was 
filed and forgotten. The Engineer- 
ing Department had not yet noticed 
that this particular plant’s report 
was not being received. Despite 
our belief that the facts indicated 
that the report was unnecessary, 
the Engineering Department in- 
sisted that the report was required. 
Our recommendation was therefore 
limited to advising the plant as to 
the correct addressee. 

Vendors’ invoices for materials 
and supplies shipped to plants were 
sent to the plants where they were 
checked and posted to a copy of 
the purchase order. The plants 
sent the invoices to the head office 
where they were checked and posted 
to another copy of the purchase 
order. Five employees were re- 
quired in the head office for this 
procedure, and one full day was 
added to the processing time for 
discount items. Errors found in 
the additional check were insignifi- 
cant. We recommended that the 
factories forward the invoices 
directly to Accounts Payable De- 
partment. The five employees be- 
came available for reassignment 
within the company. 

Two examples of duplicate paper 
work were found in shop procedures. 

In the event of an accident, the 
foreman would fill out a form, 
which would be sent to Personnel 
Department, copied on an accident 
report form and returned to the 
foreman for signature. We sug- 


gested that the foreman put the 
information directly on the acci- 
dent report form. The estimated 
savings in man-hours amounted to 
2,000 per year. 

The foreman also prepared a 
scrap tag, which was placed with 
the material found defective. The 
inspector copied the information to 
a scrap form. At our suggestion, 
the foreman began putting the data 
directly on the scrap form, and the 
tag was eliminated. The savings 
in man-hours approximated 2,000 
per year. 

The Acc¢ounting Department pre- 
pared a report each month showing 
the tonnage of raw materials 
shipped by each major vendor to 
each plant. One man spent 2% days 
per month preparing this report, 
which was sent to the Purchasing 
Department for use. A year prior to 
our survey, the Purchasing Depart- 
ment had started accumulating 
figures using mechanical equipment 
which duplicated this special report 
prepared by the Accounting Depart- 
ment. We recommended that the 
Accounting Department discontinue 
its procedure and the Purchasing 
Department use its own figure; 
more important, the report became 
available about two weeks earlier. 

Another example will illustrate 
the difficulties that can be encount- 
ered during a paper work survey. 
A large industrial company making 
thousands of parts used an opera- 
tion sheet showing the steps re- 
quired to make each part. The 
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sheet was prepared on an 814x111 
snap-out form with about 6 copies, 
and one part might require a dozen 
or more sheets. To the sheets 
would be attached a blueprint of 
the part to be manufactured. We 
were controlling the issuance of new 
forms; a request was received for 
the purchase of 100,000 operation 
sheets of a size approximately 
double the old sheet. The purpose 
of the new size was to provide 
a picture of the blueprint on each 
sheet and furnish additional infor- 
mation not shown on the old sheet. 

We questioned the advantages of 
the proposed forms and after inter- 
viewing several people learned that 
the new sheets had the approval of 
an executive of the company. Our 
investigation revealed what we con- 
sidered to be serious disadvantages. 

First, new filing cabinets would 
have to be made to order at a cost 
of about $35,000. Typewriter car- 
riages would have to be changed, 
and during the transition period, 
two procedures would be in effect. 
Blueprinting costs would increase 
about $30,000 per year, and lamina- 
tion costs (to protect the sheets 
when used in the shop) about 
$5,000 per year. The new paper 
was not as strong as the old and 
would not permit erasures when 
changes were made. We inter- 
viewed personnel in the operating 
departments and were informed 
that the new sheets were cumber- 
some, that they provided unneces- 
sary information, and that some of 





the extraneous data was subject to 
frequent change, requiring reprint- 
ing of the forms. 

We then prepared revised forms 
of the old size, which we believed 
would answer all objections to 
them, and submitted a report to 
the executive, together with samples 
of the old, new, and our proposed 
forms, giving our recommendations 
and the reasons therefor. The 
executive turned our report over to 
an assistant who, after review, 
decided that the new forms were 
preferable and authorized the 
change. Two years later, we learned 
that the new forms had proven 
unsatisfactory for the reasons that 
we had stated in our report and 
were being abandoned. The made- 
to-order filing cabinets were de- 
clared surplus and disposed of. 

Infrequently, a plant would ship 
maintenance parts for machines to 
another plant. The receiving plant 
would add the postage or freight 
charge to the value at which the 
maintenance parts were carried in 
its supplies inventory. We noticed 
a postage charge of less than $2 
being allocated over six different 
parts. We also noticed an express 
charge of $1.50 being added to a 
part with a value of $7.00. At our 
suggestion, postage and freight 
charges on such shipments were 
charged to expense, and the alloca- 
tion procedure eliminated. 

Savings of time and effort from 
the elimination of unnecessary 
paper work are usually accom- 
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plished during surveys. The oppor- 
tunities for establishing savings, 
however, should not be limited to 
surveys alone. During the course 
of a regular year-end examination, 
the outside auditor recommended 
the elimination of a _ procedure 
which had required a considerable 
expenditure of the client’s time. 
At the end of each year, an em- 
ployee spent several days copying 
reconciliations of about 80 petty 
cash imprest funds and reclassify- 
ing advances, vouchers, etc., to 
other asset accounts. For instance, 
payroll and travel advances were 
transferred to Other Assets; minor 
purchases made for the account of 
employees were transferred to De- 
ferred Charges; and reimbursement 
vouchers submitted by the fund 
but not yet paid were removed 
from cash and debited to Accounts 
Payable. Frequently, telephone 
calls were made and wires sent to 
branches to obtain further informa- 
tion about unclear items. The 
company had total cash of over 
$8,000,000; the reclassification entry 
removed approximately $80,000 
from the cash account. The auditor 
felt that the time spent on the re- 
classification entry during the period 
of heavy overtime was not war- 
ranted, and the client was happy 
to discontinue the procedure. 

The last example is an illustra- 
tion of a procedural change recom- 
mended by a member of the Man- 
agement Accounting staff who was 
called upon for assistance during 


a paper work and procedures sur- 
vey. 

The company used a very de- 
tailed standard cost system in the 
determination of profits at each of 
its plants. Different standard costs 
were set for products that were 
practically identical, the only differ- 
ence being a slight modification to 
conform to customers’ requirements, 
which affected standards only be- 
cause the standards were based 
upon anticipated production runs. 

We recommended that the com- 
pany use a single standard cost for 
such products, averaging the costs 
of the various modifications regard- 
less of the customer concerned. 
A test of 600 standard costs on file 
at a factory indicated that under the 
proposed basis, only 35 different 
standard costs would be required. 
A test of one month’s activity, 
using the average basis as com- 
pared to the many standard costs 
used previously, showed a difference 
of only $200 in over a million 
dollars of production. 

The savings in paper work were 
tremendous as the number of stand- 
ard cost sheets was drastically 
reduced. The time spent in the 
preparation of the cost of produc- 
tion at the plants was also reduced. 

The examples given above are 
illustrative of the savings that can 
be realized from a paper work and 
procedures survey. Such a survey 
may well represent one answer to 
the perplexing question of how to 
reduce paper work costs. 
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CPA’s and Fiduciary Accounting* 


By Lewis L. TANGUY 
(Philadelphia Office) 


Estate and trust accounting offers 
a wide variety of opportunities for 
the certified public accountant. The 
engagements may be grouped in the 
following classifications: 


1. Stating accounts without exami- 
nation for presentation to the 
probate court; 


no 


Examining accounts stated for 

filing; 

3. Testifying before a probate 
court; 

4. Preparing tax returns and as- 

sisting the fiduciary in tax 

matters; 


5. Assisting in the solution of man- 
agement’s problems; and 


6. Acting as fiduciary or manager 
for the fiduciary. ; 


This article, based on actual 
cases, discusses these opportunities 
and offers some suggestions that 
may be helpful to a CPA who has 
accepted a fiduciary engagement. 


STATING AN ACCOUNT WITHOUT 
EXAMINATION 
The accounting records of a de- 
cedent’s estate or of a trust are 
usually maintained in the office of 





*Note: This article first appeared in the 
April, 1955 issue of The Journal of Account- 
ancy. 


the fiduciary or of his counsel. If 
the fiduciary is a trust company or 
a bank with trust powers, an ac- 
count which is to be filed with a 
probate court will be prepared or 
“stated”’ by clerical employees of 
the fiduciary who specialize in that 
work. If the fiduciary is an in- 
dividual, the account is usually pre- 
pared by a clerk in the office of 
counsel for the fiduciary. 


Form of the Account: The form of 
the account is determined by court 
rules and precedents and may differ 
substantially in the various states 
and within the states. For example, 
Philadelphia County, Pennsylvania, 
uses a very simple form of account 
with a minimum number of classi- 
fications. An adjoining county 
classifies the transactions exten- 
sively. An executor’s principal ac- 
count illustrating the Philadelphia 
form is shown on page 54. An illus- 
tration of a classified form can be 
found in most standard accounting 
textbooks. 

The accounting principles in- 
volved are familiar to any CPA, 
and he can refresh his memory by 
referring to his library. One point 
to remember is that an executor’s 
expenses are paid from principal 
unless they arise in collecting in- 
come; a trustee’s expenses are paid 
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from income unless they arise in 
connection with principal trans- 
actions (such as federal income tax 
on capital gains). The distinction 
arises from the fact that an execu- 
tor’s primary duty is to liquidate 
and distribute the principal of the 
estate; the trustee’s primary duty 
is to produce income for the bene- 
ficiaries while properly conserving 
the principal of the trust. 

Stating accounts for some estates 
and trusts requires extensive ac- 
counting knowledge and skill rather 
than clerical experience; these es- 
tates and trusts fall into the follow- 
ing three classes: (1) Where the 
accounting records are incomplete 
and poorly maintained; (2) Where 
there are many involved trans- 
actions; (3) Where there is a great 
volume of transactions. 


Accounting Records Incomplete: In 
one such case where a CPA firm 
was engaged to state the account 
without an examination, the fidu- 
ciary carried some of the estate ac- 
counts on the books of a construc- 
tion company which he controlled. 
The estate owned office buildings, 
dwellings and vacant ground as well 
as bonds, stocks, and mortgages. 
Agents operated the office buildings, 
collected the rents, paid operating 
wages, expenses and repairs and 
submitted monthly statements in 
detail when remitting the balance. 
The bookkeeper entered only the 
amounts of the remittances on the 
company books. 


Checks received by the fiduciary 
for dividends and mortgage interest 
were endorsed over to the life tenant 
without being recorded on the books. 
Exchanges of stocks or bonds under 
plans of reorganization, stock divi- 
dends and other items not involving 
cash were not recorded. The fidu- 
ciary’s secretary, on his own initi- 
ative, had kept memoranda of the 
cash items endorsed over to the life 
tenant and many of the printed an- 
nouncements accompanying non- 
cash items. Maps and blueprints 
found in the company files had to 
be used in some instances to identify 
the real estate sold or leased. Stat- 
ing the account became a jigsaw 
puzzle for which many missing } 
pieces had to be found and inserted. 

In stating any account, a CPA 
should exercise certain precautions, 
two of which were taken in the 
foregoing case: 


1. He should insist on confirming 
and reconciling the bank balances } 
and examining the investments held 
by the fiduciary as of the closing 
date of the account, so that any 
transactions which have been omit- 
ted from the books as disclosed by 
these procedures will be stated in 
the account. 


2. As he drafts the account, he 
should trace the recurrence of pe- 
riodic income items. He should in- 
vestigate the omission of a dividend, 
of interest, or of recurring expenses 
so that he can avoid extensive 
redrafting. 








a fe oe ee ee, 


wee BS 


e 


1e 


1- 
d, 
eS 
ye 


























CPA’s and Fiduciary Accounting 15 





The additional time required to 
take these precautions has been jus- 
tified many times in the experience 
of the writer. 


Many Involved Transactions: In 
another case where CPAs were en- 
gaged to state the account, the trust 
had operated several properties ac- 
quired through foreclosure proceed- 
ings or as mortgagee in possession 
within the period of the account. 
The trustees had sold many of the 
foreclosed properties and had taken 
purchase-money mortgages on an 
amortization basis. The books of 
the trust were well kept with the 
information recorded in the ledger 
by properties. The major problem 
was to analyze and rearrange the 
information into understandable 
patterns for the wide variety of 
transactions. When the account 
was filed, it received favorable news- 
paper comment for its clarity. 


Great Volume of Transactions: On 
another occasion, because of litiga- 
tion, the fiduciary of a group of 
trusts was ordered by the court to 
state an account for each of the 
group by a fixed date. The trusts 
owned greatly diversified assets with 
a value approaching one hundred 
million dollars and a volume of 
transactions so large that neither 
counsel nor those members of the 
fiduciary’s organization who might 
have been competent to do the work 
could possibly have met the filing 
date. A CPA firm was engaged to 





state the accounts while counsel 
gave full attention to legal ques- 
tions. 

The account for the largest trust 
was contested by a contingent bene- 
ficiary who claimed (1) that, in the 
account, the income of the trust 
was substantially understated be- 
cause of large charges against in- 
come which, the contestant claimed, 
should have been against principal; 
(2) that the income of the trust was 
greatly in excess of the requirements 
of the institution which was the 
primary beneficiary; and (3) that 
such excess should be distributed to 
the contingent beneficiary. 

In the hearings before the court- 
appointed auditor, an eminent at- 
torney, the contestant raised so 
many questions of fact that counsel 
for the fiduciary suggested that the 
auditor, to expedite the hearings, 
instruct the two CPA firms repre- 
senting the respective sides to ex- 
amine the accounts together, to 
stipulate agreement on questions of 
fact as far as possible and to report 
the points on which they did not 
agree. By this method, most of the 
original differences were reconciled 
and eliminated, and the remaining 
differences, representing a relatively 
few classes of items, became the real 
issues. These issues were then ar- 
gued before the auditor. His report 
was approved by the court, with 
the result that the fiduciary was 
sustained in its handling of the 
trust, and the contingent benefi- 
ciary’s claims were denied. 
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PITFALLS IN LANGUAGE 
DIFFERENCES 

Because a familiar accounting 
term, such as “auditor,” used in 
connection with the preceding case, 
has a specific meaning when used 
in probate court accounting, it may 
be well to define roughly some of 
these terms in their probate court 
sense: 


Account: The report that a fidu- 
ciary makes to a court, in the form 
prescribed by rule or precedent, 
which shows in detail the assets he 
has received in connection with an 
estate or trust and what disposition 
he has made of them. In California, 
this report is called an ‘‘account 
current;” other states use other 
variations of the term. 


Accountant: The fiduciary who 
submits the account. 


Audit: The hearing at which the 
judge (the court) receives petitions, 
additional information, etc., regard- 
ing the account. 


Auditor: A member of the bar 
appointed by the court to hold hear- 
ings on a contested account and to 
report his findings to the court. 


Examiner: A member of the bar 
appointed by the court to examine 
the assets of the estate or trust on 
hand after completion of the audit. 

Because these terms are easily 
confused with their usual account- 
ing meaning, a CPA should use 


them only in their probate court 
sense in discussions of a fiduciary 
engagement. He should refer to 
himself and his associates as CPAs 
or certified accountants and not as 
accountants. He should refer to his 
examination as “my” or “our” ex- 
amination, to avoid confusing it 
with the court ‘“‘audit” or the ‘‘ex- 
amination” of assets by the court- 
appointed examiner. 


EXAMINING THE ACCOUNTS 


In a number of cases, engage- 
ments to examine the accounting 
records of an estate or trust have 
resulted from examinations of finan- 
cial statements of corporations. 

An officer or director of the cor- 
poration who is also the fiduciary 
of an estate or trust and personally 
responsible for the assets entrusted 
to his custody, must delegate many 
of his duties to assistants or to a 
corporate cofiduciary. Naturally, 
under these circumstances, he should 
obtain the protection afforded by 
annual independent examinations. 
This is advisable in Pennsylvania 
and some other states where a trust 
may exist for many years before 
some event, such as the death of a 
trustee or of a life tenant, occasions 
the filing of an account. An annual 
examination permits adjustments to 
be made promptly, and the annual 
report, if accompanied by an ac- 
count for the period, usually is sub- 
mitted to the parties at interest 
although not filed with the court. 
Later, when an account is permitted 
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or required to be filed, it is a simple 
matter to state the account from 
the annual accounts. In Pennsyl- 
vania, approval by the parties at 
interest of annual interim accounts 
usually makes it unnecessary to 
file an income account except for 
the period after the close of the last 
interim account. Thus, the prepa- 
ration of the account and its ad- 
judication is greatly simplified. 

In a particular case no annual 
examination had been made, but 
the fiduciary, because he had of 
necessity delegated most of his 
duties, wanted the books of account 
examined by the CPAs in connec- 
tion with their stating of the ac- 
count. During the examination, the 
CPAs reviewed the proposed settle- 
ment of a claim which was accom- 
panied by a check for several hun- 
dred thousand dollars payable to 
the estate by the debtor. The CPAs 
discovered that interest had been 
overlooked in the settlement and, 
as a result of the review, the estate 
claimed and shortly received two 
additional checks aggregating more 
than $120,000. 

The circumstances of this recov- 
ery were substantially as follows: 

The decedent had been a member 
of a partnership which had two pre- 
ferred claims against a corporation 
being reorganized under the bank- 
ruptcy laws. A successor partner- 
ship had collected the claims with 
interest, and the proposed settle- 
ment represented the latter partner- 
ship’s determination of the dece- 


dent’s share in the proceeds of the 
over-all settlement. From a copy of 
the court decree in the estate files, 
the CPAs determined that the 
amount of the settlement appor- 
tioned to the decedent was sub- 
stantially in agreement with the 
decedent’s share of the amounts de- 
creed, but that no interest had been 
included. Because the will provided 
that accounts received from the 
partnership were to be accepted 
without verification, the éstate per- 
sonnel had not questioned the pro- 
posed settlement. The CPAs were 
not inclined to accept the proposal 
without a question, and an informal 
presentation to the successor part- 
nership resulted in the collection of 
the additional amounts. 


TESTIFYING BEFORE A PROBATE 
COURT 

When an estate or trust has suf- 
fered a severe shrinkage, as often 
happened in the depression years of 
the thirties, or when for some other 
reason it seems likely that the ac- 
count will be contested, the fidu- 
ciary may engage a CPA to examine 
the account before it is filed and to 
testify if necessary or advisable. 

In a case of this kind involving a 
shrinkage approaching ten million 
dollars, a trust company was ex- 
ecutor and trustee. The decedent, 
who died about 1929, had been one 
of the founders of a large public 
utility holding company of which a 
large block of stock was included 
in the estate assets. Partly as a 
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result of the Public Utility Holding 
Company Act of 1935, the market 
value of this stock did not recover 
from the depression as quickly as 
many other stocks. When the trust 
company, as executor, had filed its 
account in the early thirties, the 
assets had been awarded to it as 
trustee by the court without re- 
valuation, in spite of the terrific 
shrinkage in market value of the 
stock. On the advice of counsel, 
numerous transactions which did 
not change the total corpus had 
been omitted from the account, and 
substantial amounts of stock arising 
from the receipt of stock dividends 
had been included at the quoted 
market value of the stock received. 

Upon the death of the life tenant, 
when the trust company should 
have filed its first account as trustee 
and distributed the stock, the mar- 
ket value was still low. The trust 
company obtained court permission 
to restate its account as executor. 
The contest over the restated 
account was carried to the Supreme 
Probate Court of the state, where 
the CPA testified as to the accuracy 
and completeness of the restated 
account, explained the differences 
between the original and the re- 
stated accounts, and established 
clearly the amount of shrinkage in 
value. With these basic facts placed 
in evidence, counsel was able to 
establish that, regardless of the 
amount of the shrinkage, the execu- 
tor had exercised due care, vigilance 
and judgment in managing the 


estate. The case was settled out of 
court without surcharge. 

In another case, a firm of CPAs 
had made annual examinations of 
the books of account of the cor- 
porate trustee of a perpetual trust. 
An account was filed during World 
War II when, because of the man- 
power shortage, counsel had 
obtained permission from the court 
to present the income account in 
annual summaries with a report 
from the CPA firm on its examina- 
tions. One of the trustees ad litem 
reviewed the firm’s working papers 
and discussed the examinations with 
the firm’s representative. Although 
the shrinkage of principal had been 
substantial, the circumstances sur- 
rounding it were such that the 
court made no serious attempt to 
surcharge the trustee. Instead, the 
trustee was granted additional com- 
pensation for management services 
rendered the beneficiary institution. 
It is interesting to note that in the 
several subsequent accounts filed, 
the court accepted the income 
accounts in summary form sup- 
ported by the CPAs’ report. 


ASSISTANCE IN TAX MATTERS 


The preparation of fiduciary in- 
come tax returns and individual 
returns for the beneficiaries offers 
an additional opportunity to a 
CPA familiar with probate court 
accounting. 

The apportionment of income 
among beneficiaries where one is an 
annuitant, the allocation of ex- 
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penses between tax-exempt and 
taxable income, and the computa- 
tion of gains and losses on sales of 
investments received by a trust or 
a beneficiary in distribution of an 
estate upon reappraisal of the 
assets, are basically accounting 
rather than legal or clerical prob- 
lems. 

The estate and inheritance tax 
returns are usually prepared by 
counsel for the fiduciary, but even 
then a CPA may be of assistance. 
In one such case, a very able 
executor had some exceptional 
estate tax problems, such as valua- 
tion of the different classes of stock 
of the decedent’s personal holding 
company and the taxability of inter 
vivos trusts he had created. 
Although the executor had retained 
as tax counsel several law firms 
with wide tax experience and an 
intimate knowledge of the estate’s 
affairs, he frequently consulted with 
a CPA firm. As one of the services 
for him, the firm computed the tax 
on sixteen alternative combinations 
of the main factors at issue. The 
computations were prepared in com- 
parative form, and the results were 
summarized to provide a basis from 
which the executor could obtain a 
perspective on the problems and 
their tax effects. As the negotia- 
tions with the U.S. Treasury De- 
partment progressed, the CPAs 
again made computations which 
assisted the executor in keeping a 
clear over-all view as issues were 
settled or compromised. 


A CPA who has had broad ex- 
perience with other businesses may 
be called upon by the management 
of an estate or trust for help in a 
wide variety of problems. 

Some of these problems have re- 
sulted, for example, in the creation 
of common trust funds, organization 
of personal holding companies, 
establishment of retirement plans, 
examinations of institutions, ex- 
aminations in connection with rents 
and royalties and accounting system 
installation. 

Collaboration with counsel is 
urged, of course, where such work 
involves matters of law. 


THE CPA AS FIDUCIARY 


Rather frequently a CPA will 
accept a position as controller or 
treasurer of a corporation. If the 
corporation is closely held, he may 
become so necessary to a controlling 
stockholder that he will be asked 
to assist in the stockholder’s estate 
planning and be named as an 
executor and trustee in his will. 

One CPA under such circum- 
stances became the chief executive 
of several holding companies and 
later the active executor and trustee 
under the will of the company’s 
president. His accomplishments in 
such capacities included the estab- 
lishment of sound investment prac- 
tices, the study and application of 
the most favorable tax provisions, 
and the installation of efficient and 
well-controlled accounting pro- 
cedures. 
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If a CPA seeks to expand his 
practice by serving fiduciary clients, 
he should expect to find that his 
fees on a per diem basis will be 
comparable with those of his other 
engagements. A routine fiduciary 
engagement that requires little skill 
and responsibility will justify only 
a moderate fee; while one that 
demands exceptional accounting 
ability and judgment or intensive 
preparation, such as giving testi- 
mony and submitting to cross-ex- 
amination, will justify a higher rate. 

A fixed fee may be satisfactory 
for annual examinations, but an 
estimated fee, based on a per diem 
rate with a maximum amount to 
provide for unexpected factors, is 
the basis usually acceptable to both 
fiduciary and CPA. The fiduciary 
occasionally pays the CPA from his 


own fee if the circumstances jus- 
tify it. 

From the foregoing illustrative 
cases and comment, it may be seen 
that there is a wide variety of 
opportunities for the CPA in the 
field of estate and trust accounting. 
To win the respect of fiduciaries 
and their counsel, however, the 
CPA must acquaint himself with 
fiduciary accounting practices, at 
least locally, and with current tax 
law relating to estates and trusts. 
This knowledge, once acquired, 
should serve the CPA well—not 
only because it enables him to 
accept specialized engagements; but 
also because of the interest in 
estate planning and related prob- 
lems on the part of corporate 
officers and business executives 
among his regular clientele. 
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APPENDIX 


AN EXECUTOR’S ACCOUNT FOR PRINCIPAL ONLY 


Prepared in the Form Used in the Orphans’ (Probate) Court 
of Philadelphia County, Pennsylvania (1) 





ESTATE OF A. B. DAVIS, DECEASED 
FIRST AND FINAL ACCOUNT OF M. R. GILBERT, EXECUTOR 


Stated as of November 30, 1952 
Date of death: December 28, 1951 
Date of letters: January 4, 1952 


PRINCIPAL OF PERSONAL ESTATE 


Debits: 


The Accountant charges himself with principal received as follows: 


Goods, chattels and credits of the decedent, 
detailed in inventory and appraisement 
filed Jan 17, 1952, as follows: 

Bonds: 
$12 000 Bell Telephone Co. of Penna. 

5s Ser C, 1960.. me ..@ 110% 

Interest accrued from Oct 1 to 
DEG 2, LOO, CF GNIS oie sins cceesce 


Stocks: 
100 shs. E. I. du Pont de Nemours & 
eee @ 92 
100 ‘* Baxter Realty Co........... @ 5234 
10 ‘ Akron Rubber Co.. ...@ 105 


Automobile, 1946 Ford Tudor... ‘em : 
Furniture and household effects (details omitted 
for the purpose of this example).............. 
Clothing, miscellaneous. ...........0.0.cccsceccces 
Cash on hand and deposits in bank: 
On deposit with The Penna Co. for Banking and 
ME oi cohen casa Gatto wee ee ete $1 172.33 
MINER ooo ain ah cnersin onc orate eS tees 40.88 





(1) Form in use to January 1, 1955. 


$13 230.00 


148.33 


9 200.00 
5 275.00 
1 050.00 

500.00 


1 500.00 
50.00 


1 213.21 


$32 166.54 
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Brought forward...... 


The Accountant further charges himself with 
the following increase in principal: 


1952 
Jan 30 Excess of proceeds of sale over inven- 
tory value of 100 shares Baxter 
Realty Co.: 
Proceeds of sale...... ; ; 
Value per inventory............. 


Transactions not increasing the principal of 
the estate: 


1952 
Mar 1 Receipt of 
10 shs. Akron Rubber Co., on 10 shs. 
Akron Rubber Co. held, in 2 for 1 
split-up as of this date. 
Value of 10 shs. in inventory....... 
Book value of 20 shs. now held... .. 


Apr 1 Interest collected this date on 
$12 000 Bell Telephone Co. of Penna. 
5s, 1960, for 89 days from Oct 1 to 
Dec. 28, 1961..... Batak 
Value in inventory.... 


Total debits. . . 


Credits: 


The Accountant claims credit for the follow- 
ing disbursements and losses: 


1952 
Jan 4 Register of Wills, letters testamentary 
4 (Newspaper) advertising grant of letters 
4 Legal Intelligencer, advertising grant of 
Ee peo ane 
30 Register of Wills, 6 short certificates. . 


Feb 


R. Brown, funeral expenses.......... 
John Jones, M.D., professional services 
during last illness................. 


oo 





$32 166.54 
$ 5352.50 
5 275.00 
77.50 
1 050.00 
1 050.00 — 
148.33 
148.33 = 
$32,244.04 
$ 40.00 
10.00 
5.00 
3.50 
600.00 
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Jul 3  Excessof inventory value over proceeds 





of sale of: 
Automobile, 1946 Ford Tudor: 
Value per inventory........... $ 500.00 
Proceedsof eale........6..c..00 450.00 
$ 50.00 
Nov 30 Register of Wills, filing fee........... 75.00 
Transaction not decreasing the principal of 
the estate: 
1952 
Jul 8 Purchase of $4000 U. S. meni 2s, 
1953-55 @ $100 24/32.. ey. 4 030.00 - 
Total credits. . ee 858.50 
Balance at close of this account, 
detailed below............. 31 385.54 
$32 244.04 


Balance of principal composed as follows: 
$12 000 Bell Telephone Co. of Penna. 5s, Series 


eet ac cinaenaceaeats $13 230.00 

4000 U.S. Treasury 2s, 1953-55........... 4 030.00 

100 shs. E. I. du Pont de Nemours & Co. com. 9 200.00 

20 “ Akron Rubber Co.. 3 1 050.00 

Furniture and household effects. . en eee 1 500.00 

) Clothing, miscellaneous... ...........50.6..- 50.00 
29 060.00 

On deposit in the Penna. Co. for Banking and Trusts 2 325.54 


$31 385.54 
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Editorials 


Fred M. Breslin 


The sudden death of Fred M. 
Breslin on July 5, 1955 is a great 
loss to our firm and to the public 
accounting profession. 

Mr. Breslin was born in Glasgow, 
Scotland, in 1898, and was educated 
at St. Aloysius College in that city. 
He began his public accounting 
apprenticeship in a Glasgow firm in 
1913, one of the oldest firms of 
public accountants then in existence. 

He completed his apprenticeship 
in 1920, passed the final examina- 
tion of the Institute of Accountants 
and Actuaries at Glasgow with 
honors and, in January, 1921, was 
admitted to the Institute as a 
chartered accountant. 

In that same month he sailed for 
the United States. For the next 
six years he worked for several 
different firms of public account- 
ants in Detroit, Chicago, Salt Lake 
City, New York, and Los Angeles. 
He joined the staff of our San 
Francisco office in 1927, and in 
1943 he became a member of the 
firm. 

He was a certified public account- 
ant of California, Washington, Penn- 
sylvania, and Illinois, as well as a 
chartered accountant. He was a 
member of the Institutes of Chart- 
ered Accountants of Scotland and 
British Columbia, American Insti- 





tute of Accountants, National Asso- 
ciation of Cost Accountants, and 
The California Society of Certified 
Public Accountants. 

In addition to these professional 
societies, he was a member of the 
Bohemian Club (where he resided 
for over 20 years), the St. Francis 
Yacht Club, Stock Exchange Club, 
and the Commonwealth Club. 

He is survived by his brother, 
Robert, who resides in England. 

Mr. Breslin’s devotion to the 
firm, his complete honesty, his 
sound judgment, and his compe- 
tence in his chosen profession were 
outstanding, and his passing is 
keenly felt by all who had the 
privilege of knowing him and work- 
ing with him. He was a brilliant 
accountant and a fine man. 


Montgomery’s Federal Taxes 


The 36th edition of Montgomery’s 
Federal Taxes will be published 
about November 1 by The Ronald 
Press Company. Continuing the 
new simplified format first adopted 
in the 35th edition last year, the 
book provides a concise explanation 
of the provisions of the federal 
income tax law of importance in 
the field of business. The text 
incorporates new developments dur- 
ing the year and reflects the greater 
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knowledge of the tax opportunities 
and pitfalls under the new Code 
which the editors and contributors, 
all of whom are partners or mem- 
bers of the staff of this firm, have 
gained from a year’s experience in 
working with it. 

The enthusiastic reception ac- 
corded the last edition leads us to 
believe that the forthcoming edition 
will be of even greater value to its 
subscribers, composed largely of 
managers and owners of business 
enterprises, corporate executives 
and investors, and their professional 
advisers. 


Regional Meetings 


In order to reach a greater num- 
ber of the staff than has been pos- 
sible at the annual Firm Meetings 
customarily held in October of each 
year, regional meetings were 
arranged during May and June of 
1955 at New York (May 9 and 10), 
Del Monte, California (May 26 and 
27), and Chicago (June 9 and 
10). Each of these meetings was 
attended by members of the firm 
and staff from offices in the areas 
of the three cities mentioned; in all, 
about 200 persons participated. 
At each meeting there was a dis- 
cussion of the recent activities of 
the American Institute Committees 
on Accounting Procedure and 
Auditing Procedure by Mr. Staub 
and Mr. Case, respectively, who 
are members of the Institute’s 


Committees dealing with these sub- 
jects. Mr. Batzer led the discussion 
of ways and means of improving 
administration of audits; Mr. 
G. R. Byrne discussed the firm’s 
Bulletin B-1 dealing with evaluation 
of internal accounting control and 
internal check; Messrs. Herman 
Heiser and Carl Simon spoke on 
recent developments in our Man- 
agement Services department. 
There was general agreement that 
the meetings were highly successful 
and of great benefit to those par- 
ticipating. 


The Lybrand Awards for 
Cost Accounting Literature 


The partners of the Firm an- 
nually provide a gold medal, a 
silver medal, and twenty-five certi- 
ficates of merit to the authors of the 
most outstanding contribution to 
the literature of industrial account- 
ing during the past year. These 
awards are provided in recognition 
of the thirty-six years of service 
William M. Lybrand rendered the 
National Association of Cost 
Accountants and of the encourage- 
ment and support he gave to the 
preparation of significant contri- 
butions to the literature of indus- 
trial accounting. Nearly 500 
manuscripts were submitted in this 
year’s competition. 

Medal and Certificate winners 
were selected by a special N. A. C. A. 
committee comprising Warren J. 
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Faust, vice president and controller, 
Bridgeport Brass Co., who served 
as chairman; Roy B. Kester, re- 
tired, formerly head of the Depart- 
ment of Accounting, Columbia Uni- 
versity School of Business; and 
Grant R. Lohnes, retired, formerly 
treasurer of the National Cash 
Register Co., Dayton. 

The winner of the first-place 
Gold Medal was Lewis W. Roe, 
assistant comptroller, Columbia- 
Geneva Steel Division of United 
States Steel Corp., San Francisco, 
for his outstanding paper entitled 
“How Standard Costs Help in 
Managing a Steel Company.” 

The runner-up Silver Medal was 
won by John E. Rhodes, controller, 
Lighting Division, Sylvania Electric 
Products Inc., Salem, Mass. His 
paper was entitled “How to Make 
Capital Controls Work.” 

The Gold and Silver Medals were 
presented the winners as a feature 
of N. A. C. A.’s annual dinner,.Wed- 
nesday evening, June 22nd, at The 
Waldorf-Astoria, which was held in 
conjunction with the association’s 
thirty-sixth annual international 
cost conference, June 19-23. 

In addition to the Gold and Silver 
Medals, twenty-five Certificates of 
Merit were awarded. 


CLEZOYGESND 


Adam Averell Ross Prizes 


Mr. T. Edward Ross established 
in 1939 annual prizes for outstand- 
ing students at The Wharton School 
of Finance and Commerce of the 
University of Pennsylvania, in 
memory of Adam A. Ross. 

The prize for 1955 to the gradu- 
ating senior who showed the most 
promise in the field of accounting 
was presented to Mr. William A. 
Frankel, of Atlanta, Ga. . 

The prize to the student who 
majored in Accounting in the Grad- 
uate Division of Business Adminis- 
tration and who presented the best 
thesis for the Master of Business 
Administration degree was pre- 
sented to Lt. Col. Raymond 
Pearsall, U.S.A., whose home ad- 
dress is Creighton, Nebraska. 


The Montgomery Prize 


In 1916, Colonel Montgomery 
established a prize to be given 
annually to that member of the 
graduating class of the School of 
Business of Columbia University 
who specialized in accounting and 
was deemed by the staff of the 
School to be the most proficient 
in all courses. For 1955, the 
recipient was Miss Jean Kerr. 
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Notes 


Cleveland Office 


The annual golf outing of the 
Cleveland office was held at Pine 
Ridge Country Club on Thursday, 
June 2nd. The weather was per- 
fect, the “typical’’ June day which 
is too seldom experienced, and most 
of those in attendance spent the 
day on the golf course either in 
the capacity of player or critic. At 
the dinner Mr. James P. Colleran 
acted as toastmaster and distrib- 
uted the golf prizes. For the third 
straight year Mr. A. W. Lindstrom 
had the low gross score. Mr. J. L. 
Wamsley won the blind bogie prize. 
Mr. R. S. Schneider had the low 
net and Messrs. G. A. Troup and 
R. H. Kegarise tied for fewest 
number of putts. The office was 
honored to have as its guest 
Mr. John McCullough of the De- 
troit office. 

Miss Katherine E. Pfeifer has 
been elected President of the Cleve- 
land Chapter of the American 
Society of Women Accountants and 
Director of the American Women’s 
Society of Certified Public Account- 
ants. 


Dallas Office 


Dallas office personnel are active 
as Officers or committee members 
in the following organizations: 

Mr. J. F. S. Arthur: 
English Speaking Union of the United 
States; Member of National Board of 
Directors. 





Dallas Symphony Orchestra; Member of 
Executive Committee and of Finance 
Committee. 


Mr. Kenneth Arthur: 
Chairman, Committee on Public Re- 
lations, Texas Society of C.P.A.’s. 
Dallas Chapter of Texas Society of 
C.P.A.’s; Director and Member of 
Committees on Cooperation with 
Bankers, Public Relations, and Audit 
of Chapter Affairs (Chairman). 
Dallas Community Chest—Campaign 
worker in Financial Division. 
Brook Hollow Golf Club, Member Finance 
Committee. 
Mr. S. L. Bires: 


Dallas Junior Chamber of Commerce, 
Assistant Treasurer. 


Mr. L. J. Stow: 
Dallas Chapter, Texas Society of C.P.A.’s; 
Committee on Audit Procedure. 
Dallas Chapter, Institute of Internal 
Auditors; Program Committee (Chair- 
man). 


Mr. Arty B. Smith, Jr.: 


Petroleum Accountants Society of Dallas; 

Standing Committee on Electronics. 
Mr. G. W. Welsch: 

Texas Society of C.P.A.’s; Tax Account- 
ing Committee. 

Dallas Chapter, Texas Society of C.P.A.’s; 
News Letter Committee; Education 
Committee. 

American Mining Congress; Tax Com- 
mittee. 

Journal of Taxation; Oil and Gas Editor. 


Mr. J. F. S. Arthur was a guest 
speaker at the “Executive Develop- 
ment Course” recently given at 
Texas A. & M. College. 
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Mr. G. W. Welsch has delivered 
the following papers: 


Auditing for Taxes—To Chapters of the 
Institute of Internal Auditors, in Dallas, 
Texas, and in Oklahoma City, Oklahoma. 


Industrial Financing—Southern Conference 
of Controllers Institute in Tulsa, Okla- 
homa. 


Corporate Distributions and Adjustments— 
Texas Technological College Tax Seminar, 
Lubbock, Texas. 


Natural Resources Under the 1954 Code— 
Houston, Texas, Chapter, N.A.C.A. 


The Individual Under the 1954 Code—Oak 
Cliff (Dallas, Texas) Rotary Club. 

Acquiring Properties Through Oil Pay- 
ments and Related Methods—Dallas Pe- 
troleum Accountants Society. 

Accounting Periods and Methods Under the 
1954 Code—American Mining Congress, 
San Francisco. 


Current Tax Status of Oil Payments— 
Dallas Chapter, Tax Executives Institute. 


The following staff men have 
passed the C.P.A. examination: 


Stephen L. Bires 
Stephen A. Czikora 
Dan D. Davis 
Richard Mulberry, Jr. 


James D. Webb, III, of our tax 
staff, recently passed the examina- 
tions for admission to the Texas Bar. 


Detroit Office 


Mr. Laurence J. Wilson partici- 
pated as a panel member in the 
Federal Tax Lecture Series held in 
Detroit December 1, 1954 and 
sponsored by The Tax Executives 





Institute, the Michigan Association 
of Certified Public Accountants, 
the Michigan Law Institute and 
the University of Michigan. 

Messrs. Stanton P. Bocknek, 
Edmund A. Grant and Robert M. 
Hutchison, passed the C.P.A. ex- 
aminations and Messrs. Gregory I. 
Donovan and Frank V. Wierzbicki, 
received “Certificates of Examina- 
tion.” 


Houston Office 


Mr. Crouch has been nominated 
to serve as the First Vice-President 
of The Texas Society of Certified 
Public Accountants for the ensuing 
year. 


Los Angeles Office 


Mr. H. C. Vournas addressed the 
Fairfax High School Vocational 
Conference on The Accounting Pro- 
fession. He also spoke before the 
Motor Carrier Accountants’ So- 
ciety on The CPA’s Role in Modern 
Business. 

Mr. R. Dean Hibbert spoke be- 
fore a group of church auxiliary 
ladies on the 1954 Income Tax 
Code. 

Mr. J. W. Voris spoke before the 
Southern California Chapter of 
American Association of Hospital 
Accountants on Internal Control 
in Hospitals. 

Mr. Voris has also been elected 
a director of Los Angeles Chapter, 
N.A.C.A. 
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Mr. Bowles has been elected 
Treasurer of the Los Angeles 
Chapter of the California Society 
of C.P.A.’s 


Louisville Office 


Mr. Huss was a panel member at 
the State Withholding Tax Con- 
ference sponsored by the Kentucky 
Department of Revenue in Lexing- 
ton, Kentucky, on June 7, 1955. 

Mr. W. R. Hindman has been 
elected a Council Member at Large, 
and appointed Chairman of the 
Committee on Auditing, of the 
Louisville Chapter of the National 
Society for Business Budgeting. 


New York Office 


Mr. Richardson recently was 
speaker at the following: 


Tax Executives Institute annual meeting, at 
the Greenbrier, White Sulphur Springs; 
subject, Accounting Theory and Account- 
ing Problems in Federal Taxation. 


Metropolitan Detroit Chapter, Michigan 
Association of Certified Public Account- 
ants; subject, The C.P.A.’s Place in Tax 
Practice. 


University of Denver Fifth Annual Tax 
Institute, Denver, Colorado; subject, 
Choosing the Form of Doing Business. 


Mr. L. H. Spronck was a panel 
member at the Eighth Annual 
Meeting of the Institute of News- 
paper Controllers and Finance 
Officers for a discussion of Manual 
Systems and Business Machine Ap- 
plications. 


Mr. Austin G. Jones was elected 
Recording Secretary of the Catholic 
Accountants’ Guild of the Diocese 
of Brooklyn. 

The annual golf outing was held 
at the Montclair Country Club on 
June 13. Sports (golf predominat- 
ing) held the attention of all during 
the day. Mr. Campbell presided 
at the evening festivities, and pre- 
sented numerous prizes to the 
deserving. The prize for low net 
score was won by Fred Taylor. 

The following members of the 
firm and staff are serving the New 
York State Society of C. P. A.’s 
for 1955-1956 in the capacities indi- 
cated: 


Mr. R. G. Ankers—Vice President, Publica- 
tions (Chairman), Budget and Finance. 
Mr. Bardes—Amendments to the By-Laws. 
Mr. Batzer—Public Relations (Chairman), 
Cooperation with the State Authorities. 

Mr. G. R. Byrne—Auditing Procedure. 

Mr. Campbell—Legislation. 

Mr. P. W. Cook—Foreign State Taxation. 

Mr. P. L. Defliese—Education and Person- 
nel. 

Mr. G. E. Doty—Stock Brokerage Account- 
ing (Chairman). 

Mr. Elfers—Management Advisory Services. 

Mr. M. Herzberg—Retail Accounting. 

Mr. J. A. Kelley—Foreign Trade Account- 
ing. 

Mr. J. R. Maher—Insurance Companies 
and Agencies Accounting. 

Mr. Potter—Contractors’ Accounting. 

Mr. W. W. Ragsdale, Jr.—Institutional Ac- 
counting. 

Mr. Richardson—Federal Taxation. 

Mr. C. J. Simon—History. 

Mr. R. L. Starks—Staff Accountants. 

Mr. Staub—Cooperation with Bankers. 

Mr. R. H. Wehmeyer—New Members. 

Mr. K. J. Worland—Textile Accounting. 
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Philadelphia Office 


Mr. Mahon was one of a panel at 
the first session of The Institute of 
State and Federal Taxation held at 
Dickinson College, Carlisle, Pa., on 
April 30, the theme of the Institute 
being Eight Months Under the 
Internal Revenue Code of 1954. 
He was also Chairman of a panel 
of speakers at the Tax Institute’s 
Conference sponsored by Pennsyl- 
vania State University on May 22 
to 24, the subject being The New 
Revenue Code in Action. 


On June 23 he addressed the 
annual meeting of The California 
Society of Certified Public Account- 
ants at Coronado Beach on the 
subject Current Commentary on 
the 1954 Code. He also addressed 
the annual meeting of the Tax 
Executives Institute, Inc., at White 
Sulphur Springs, W. Va., on June 30 
on Depreciation. 

Mr. Mahon has prepared a book- 
let, published by the American 
Institute of Accountants, entitled 
“Working with the New Tax Code.” 
It is a compilation of items appear- 
ing in The Journal of Accountancy’s 
department ‘“The Tax Clinic,” of 
which Mr. Mahon is editor. 


Mr. Zug spoke at the University 
of Pennsylvania on August 31 at a 
session of the annual convention 
of the American Accounting Asso- 
ciation on the subject Accounting 
on a Cash Basis and Appropriate 
Reporting Thereof. He has been 
elected President of Children’s Serv- 


ice, Inc., a Community Chest 
Agency in Philadelphia which is 
devoted to the care of children in 
foster homes. 

Mr. Herman C. Heiser on May 10 
addressed the Trenton Chapter of 
the National Association of Cost 
Accountants on the subject ‘Direct 
Costing.”’ On June 21, he acted as 
Chairman of the meeting on 
“Accounting Department Organi- 
zation” at the 36th Annual Inter- 
national Cost Conference of 
N.A.C.A., which was held at the 
Waldorf-Astoria Hotel, New York 
City. On June 27, he addressed the 
Accounting Study Conference, spon- 
sored by Pennsylvania State Uni- 
versity and the Pennsylvania Insti- 
tute of Certified Public Account- 
ants, at University Park, Pa., on 
the subject “Management Services 
by CPA’s.” 


Mr. Stephen Loidl, Jr., has been 
elected Treasurer of the Trenton 
Chapter of the N.A.C.A. for the 
present fiscal year. 

At the Technical Session of the 
Institute on June 13, Mr. Raymond 
E. Graichen was one of the speakers 
on the topic “Administrative Pro- 
cedures in Federal Tax Disputes.” 


The annual outing of the Phila- 
delphia office was held on June 6, 
when practically all the members 
of the organization, as well as guests 
from other offices and some former 
staff members now with clients, 
gathered at Tavistock Country 
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Club, Haddonfield, N. J. With 
perfect weather, golf, soft ball, 
volley ball and cards were enjoyed, 
even by the nonparticipants. 

The activities at dinner, con- 
ducted by George Hewitt, included 
the presentation of an anniversary 
watch to Woodley W. Chandler, 
in recognition of 25 years of service 
with the firm. Many prizes were 
awarded for “‘outstanding”’ perform- 
ances, the Haas Trophy for low net 
golf score being won by Britton H. 
Miller. 

The eight low gross scorers of the 
day will compete in the match play 
for the Adam Averell Ross Golf 
Memorial Trophy, put in play in 
1938 by Mr. T. Edward Ross in 
memory of his brother. 

Following are the names of the 
members of the Philadelphia or- 
ganization who were elected or 
appointed for the year 1955-1956 
at the annual meeting of the Penn- 
sylvania Institute of Certified Pub- 
lic Accountants held at Bedford 
Springs, Pa., on June 12 to 15. 


PENNSYLVANIA CPA SPOKESMAN EDITORIAL 
Boarp: Harry C. Zug, Chairman. 
Member of Council: Harry C. Zug. 


Commiitees on: 


Professional Ethics: George A. Hewitt. 

Past Presidents: T. Edward Ross; 
George A. Hewitt. 

Advisory Subcommittee (Legislation): 
George A. Hewitt. 

Membership: Thomas G. Aitken, Jr. 

Annual Meeting: William B. Keast. 

By-Laws and Canons of Professional 
Ethics: Harry C. Zug. 

Taxation: Raymond E. Graichen. 





Cooperation with State Board of Examiners: 
Philip J. Taylor. 

Auditing and Accounting Procedures: 
John L. Moneta. 

Cooperation with the Bar: 
James J. Mahon, Jr. 

Planning: Glenn O. Petty. 

Legislative Policy: 
George A. Hewitt, Chairman. 

Group Insurance Coverage: 
Gustave F. Schweitzer. 

Committee to Study the Institute’s Position 

on CPA Legislation in Pennsylvania: 

George A. Hewitt. 


PHILADELPHIA CHAPTER OF THE PENNSYL- 
VANIA INSTITUTE OF CERTIFIED PUBLIC 
ACCOUNTANTS—1955-1956 


Members of our organization will serve on 
the following committees: 
Executive: Edward P. Mullen; 
Britton H. Miller. 
Meetings Division: Edward P. Mullen, 
Director. 
General Meetings: Benton B. Wilde. 
Accounting Meetings: 
John A. McConnell, Jr. 
Tax Meetings: Raymond E. Graichen; 
Edward F. Habermehl. 
Accounting Forum: Edward Guion, Jr. 
Taxation: Richard T. Farrand. 
Governmental Accounting: 
Britton H. Miller, Chairman; 
Walter T. Brown. 
Continuing Education: 
Woodley W. Chandler. 
Member Advisory Service: 
Stephen Loidl, Jr. 
Publicity: James D. McMenamin. 
Cooperation with Credit Grantors: 
Gustave F. Schweitzer. 
Speakers: William B. Keast. 
Cooperation with Educational Institutions: 
Frank J. Concannon. 
Membership: Samuel Wetherald. 
Aitendance and Reception: Leon Daniels. 
Social Activities: 
Britton H. Miller, Vice-Chairman; 
John M. Thompson, Jr. 
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Cooperation with Members Not in Public 
Practice: Burton L. Tacke. 
Nominations: Harry C. Zug, Chairman. 


Pittsburgh Office 


The fourth annual Pittsburgh 
office golf outing was held on 
September 16, at Chartiers Country 
Club. The weather was ideal and 
the staff and guests had a very 
enjoyable day. 

Mr. Marsh has been appointed 
a member of the Committee on 
Finance and Budget of N.A.C.A. 

Mr. Bower is a member of the 
Committee for the Pittsburgh Busi- 
ness Show for 1955. 

Mr. J. E. Gelbert spoke on 
“Partnership Transfers” at the Uni- 
versity of Virginia Tax Seminar 
on June 24. 

Mr. Kenneth P. Johnson has 
been appointed an associate director 
of the Pittsburgh Chapter of 
N.A.C.A. and is serving on the 
Finance Committee of the Junior 
Chamber of Commerce of Pitts- 
burgh. 

Mr. Joseph P. Wallace is a lec- 
turer in accounting at the University 
of Pittsburgh for the year 1955-56. 

Mr. John E. Foley has been 
appointed Chairman of the Audit- 
ing Committee of the Pittsburgh 
Chapter of the Institute of Internal 
Auditors. 

Members of the Pittsburgh office 
on committees of the Pennsylvania 
Institute of Certified Public 


Accountants for the 1955-56 year 
are: 


Mr. Bower—Cooperation with Bankers and 
Group Insurance Coverage. 

Mr. J. E. Gelbert—Taxation Chairman and 
Legislating Policy. 

Mr. D. A. Bruce—Public Relations. 

Mr. R. P. Kulzer—Education. 


The following are on committees 
of the Pittsburgh Chapter of the 
Pennsylvania Institute of Certified 
Public Accountants for the- 1955-56 
year: 


Mr. Bower—Insurance, Chairman and Edu- 
cator. 

Mr. J. E. Gelbert—Taxation, Chairman. 

Mr. R. P. Kulzer—Membership. 

Mr. J. P. Wallace—Meetings. 

Mr. E. B. Hastings—Membership. 

Mr. G. C. Rattelman—aAttendance. 

Mr. H. G. Lightcap, Jr.—Professional 
Ethics. 

Mr. K. P. Johnson—Effective Speaking. 


San Francisco Office 


The San Francisco office is repre- 
sented in the year’s activities of 
the San Francisco Chapter and 
California State Society of Certified 
Public Accountants as members of 
the following committees: 


Mr. Giles—State society committees on by- 
laws and resolutions, relations with the 
bar, and annual audit; San Francisco 
chapter committee on professional con- 
duct. 


Mr. Floyd Karg—San Francisco chapter 
committee on accounting and auditing 
procedures. 
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Mr. C. J. McDowell—State society commit- 
tee on membership; chairman, San Fran- 
cisco chapter committee on membership. 

Mr. Donald W. Schroeder—San Francisco 
chapter committee on public relations. 


Mr. Robert L. Jessee—San Francisco chap- 
ter committee on taxation. 


Mr. Gordon R. McCarthy—San Francisco 
chapter committee on technical discussion 
luncheons. 


Mr. William A. Sigrist—San Francisco chap- 
ter committee on education. 


Mr. Giles is a member of the 
program committee for the Western 
Regional Cost Conference of the 
National Association of Cost 
Accountants, to be held in San 
Francisco December 1-3, 1955. 

Mr. Richard B. Sims is member- 
ship associate director of the San 
Francisco Chapter of the National 
Association of Cost Accountants. 

The following have been admitted 
to the American Institute of 
Accountants: 


Francis H. Damgaard 
Ben Druckerman 


Mr. Richard Cortopassi has re- 
ceived his California C.P.A. certi- 
ficate. 


Seattle Office 


Mr. Wesley A. Bubb has received 
his C.P.A. certificate. 


Washington Office 


Mr. Raum addressed the Chicago 
Tax Club in Chicago on May 18, 
1955, on the subject Recent De- 
velopments in Federal Taxation. 
He also spoke before the Rochester 
Chapter of Tax Executives Insti- 
tute, Inc. (in conjunction with the 
local Controllers’ Institute, Account- 
ing Society, and Bar Association) © 
in Rochester, New York, on the | 
subject The Administrative and = 
Procedural Provisions of the 1954 
Code. 


CEFOYERNO 








